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fvrc'fl, 12^4, 2003 

W.«ET.f*T. 480(3T).—cfMt ^ f^TFT W 

W *i0 ’fflCPWOftO 443 (3i), • cfTfos 18 1972 ^ 

qtcftT cfMt SlI^RFT, 1956 (1956 l) ^ ^TRT 227 ^ vJM3KI (43>) gRT WcT 
?rf3vraf 35T SRfPT <*RcT fq, #? *TRcT ^ WT 2, ^5 3, « (i) 3 WlklcT 

3FT^ ^f. *TT.<*5T.ft. 909 (3f), 7 1988 3TfetcT <fRcT ^ TOT 

faro f^# mtesbHui ^T ^ f^n to t m cfrr fam to t, 3fk 

wtfpft 4> vRT I^RT^r 2T^r 3P^r ofPX BtcTT t 3fhr 3RT 3li^jPW 

j^tfr 3 tT TOcT WTR (ujt tU^ qcsrf^RFT, 1949 

(1949 W 38) ^ 3T#r nf^cf f^TT TO §) ^ TOt tTCTO PiHfoiflsffl 

3TT&T %, > 

i. HPi#n aik otto—( i) 3 tt&t ^n<r to to# (?m 

^9T, 2003 £ I 

(2) *TF TOI# <&, ftnfp£ 3RFfa ^ TO 591 3 ^ Mft-Mlfad 

to# iff £ otF]; £ptt, > 

(i) 1949 (1949 to 10) mt 5 $ ^ (n) 3 

to Mtoiifaj ^ to»<w® toi# ; 

(O 
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(ii) arf^tf 

(ill) Zjlt ft *Mt m Xfffim a* 25 ft 31#? 35# a^f ft . 

ft 3 $ $ ; ate 

(iv) ftif aster tefttes ftaft ftRi# amiter ate anafefta tram ^ 
^ * 3|1 ^ tart ft# sta ftira #fo>R aft ffta for aa 

f^t la a ftefte tea ft gg arar arc; a arfift? ar gas aara aff £ 3 te 
f^RraS ate aft? arc? ft 3ifta aisRitef =nff 1 1 
(3) 3*1 apnf, 2003*S>T!f3#ni I 
s. sfosm; — ?g 3fo if ars m> ft? sM'ft apwr aftfo a ft- 
fi;) “ arftPlaa” % ftaft arftftar, 1956(1956 ar i) arfftter f ; 

(®r) “far 115® aaft”, “for aaft” a “a iateRft agfta wfl" ft 
5p " rft arteter t ftr fteft ter stems a am ft nteter Jff 3,)^ $ ^ $ 
w, Siam a afos ft arcas if <sft $ foft gR, „ ^ * 

ssr was ^>sr t ft? mft ft ater? ft?# ftf^r ^ ftpj f^jj ^ 
ftRft ftfor srftr ar arffor ater asr foa' aifocn, aiaft aft as # mr 
a ftcsrft srt a ftfta grcr a fte# ara teft ftfft ft # ft? asR ft 
*mm ftt a?, aranfft ftt vf t, altefeft 

3wrPraf an# f tern am arsas graft srfof ft tear fftfta s#ate asa ate 

*F% ^ v^TR <frT # ; 

(it) “fter aa#” ft ft# a?a# arfftter t # ft?# gate, aftrca a ffft ft, gas 
*tR a arforcr asft a araa, ftefte aRm if a# f| # ate ggft arater ftl* 

# teft aiqft an# $, ftt araaa, aser ft® aten ate a a®a ft ftw ftaa ft 
WR ^ cPfl f£ # ; 

(^ wrft” M t ufr ^ f^ft ^ gm ?ir 

f^t ^ tmjft, f^^r, ^i^f ( 

aaateftfta^ft^aFaf^aft^iftftsteaate 

W ^ ^TT ^ cnft || t I 4 

(?) “faft'lfm WfT’ ^ Wt <m% 3(M3 ^ 1948 (1948 

^ 63) ^ ^rar qf^if^r ftf^iWr sif^rr ^ eHtT g| t ; 
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3JtPhr M aMt antr tRt TOiaSt to^ th arfWfift $ w ifftRft br 

<*>hwiy qj^ £ • 

(&) “TOfcaRor ***i'i)” asatt arfiriR t, aft *m ft $ jirfR, faro 
sRsH at tor at <|f% % TOT<f> tortor <t aroro it wff t ; 

(ty “ftar wf % t*ft TOft sftfcr t aft ^rS <} ip^t $ f^r f^f 
^gf^rraff, TFgftaiaif ajt afa tt ft aa tort aart, toto qs^ g^r 5 ^ 
■(<8^ afa TOTl} £ a>RTO if ?pft §f t ; 

(a) “snroaMT ^W^a^t.tjr*ncr*wfa<l?ftwir* aroro 
if cnftff 11 

3. «T»«W aftfoftf * ft, 4 tfa *tl g jf ftftfife f^ra ^ 3 T <,%* 

gRT rtfer tft qniFft * ^3T3ff « a£ if, font a? 3(1** cTT^ t, TOT 

an^r ^ TO* to ar TOnfc tort fo# f*a at tort ft} arfr sRftar IMa at at 

%?, ariilpm at TOT 227 £ 3flfrT TOT*. SRT ft af JR*a> fcM if } faro 
araf^e tit aft 3 * an*ar at % 4 aifc % 5 if ftftffte # 1 
4 - ^ S! , f8w Wi if arPtftra f*>rj am* ai£ f*ro— T3arr aMt $, fana} 
m an** rpj; t, eRaFsft g> aft if ?m afterar at frte if ft iafafad ^ 

if aror, ^f&rfptcT tlar, 3?*ifa > 

\ 

(i) (a} tot aMt tjtf ftftifeai affra <to} <fc far? *gft<T arfir^j *g aft t 
aRpfcf nR»riuiitHch aft} afa ftrra anf^nff at f%ftft t ; 

(®) ^t n ftro anf^fr aft tr=tot ^sa gRr #35TO srri# w aiRfro aria 

aR eft ^ t aft? Tjf} }# ara to a>ff cnf^p to# qitf to #, aft? ^ t ?if * 

tot vm<* 51 TOcT eRsr -«rfM } 'Rfjl^ci qrrfai# TO ?ff ^ f ; - 
W ^ ^RT' anftfpjf ^ tot^et TOT TO a} ^ TOR to tor tot t. Tit TOT 

^TO>T ?igaTR to tor tot t; ' .^-' 

(ii) (ar) aar aaa toot srt gf^trgro 3iTOT5ff to tot a?T{ii(?iwi a>t 3 t Rfita arta 
to eft aft ; 


_ THE GAZETTE OF INDIA : EXTRAQ^INARY _ [Part II — Sbc. 3(i)1 

(rfj a ;|i v&l w gR[ rim 3ft HlfcRW 4> 3tfRftcT 3TRT ft* lePT 3FJRTftd 3ft Wft 3Teft 
stUto? wft *£ 3 tor 3ft? ^rwf 3ft 5i^>fcr ft* tot $ 3ft?TOfa 

ft? ciit ?@ r cfr ft# sfftrrot ft smsfacnsit 3ft fftftrft 3ft m# 3rtl? ; 

(Ji) TO TO# rrm 3ft dlfri3>I 3>T RFjIftcT 3Tfftofi3 ??? ?# ft 3ft? TO 3lf#c3 yfm 
3? 'Tti^ to? w to sir sft? ft?TT ft, ftr to ?rc# 3ift ft 3ffttf ft 
xigf^rar to oft 3 ft ft ; 

uii) (3ft to to# ft tot 301 # 3i#r ?# ^ ?fftrce? # amftci 33 ft 3ioft 
;;: 7 i T?>ftf ?JT 3RI TSTOlft 3ft 3## 3ft/ft 3ftft 3T SWlcl^W TO? ft? ft 3T 

fa? ft i 3ft \ r ?{T ft, cf'r TOmt # ?t?spt 3 ft?^ar^r ft arrof^T wt ft1 

{y$) TO 3## gRT ft? TO 31 fof? 3? jrf^p TJX 3mftlJ3 TOft 3*t Sim 3ft 3? 3ft? 
oRi ftror aft? ^ wi ^pt to# 3* tier wyfftfoi W3 smft 3icft ft ; 

(<r) to rjoi ?ro sft? sqm 33 ?tto # fft#ftcr ft ; ; 

(n) #ft 3TfMsq RTO ?3? yyRf % 3lft3> ft # TO ^JeT ?TO 3ft? «3R 3ft 

3?^#/?ftr3 3* fen? to# tot gf^rgro tot aro to ft ; 

(iv) to rim cttkTOt 3ft? ter ari^r# 3 * to 3* ftr? sft? w 3*vftro 3* 

fei? TO# # 3TT33? aft? 3TOT? 3ft # 3FJ??T R#<T 3lidRd> ftiicRI 

5iftTO ft I TO 3T#ft3T ftftTOf ft ^TOP# 3>t ?T# 3T?ft ft eFIldl? 

3T?T3m ?ftt ft J 

,v} (35; TO TTOT£T? f^FT STftfft^ 3ft TOT 301 # 3PJRR0T ft ?# TO ^ppj? ft 
• : >TO TOT 3TTTOTO t ^?T 5T4»R jftte ^ f^? rpr f ■ 

(?) TO ^ TOa^Txi ft ft Wrmft ftft rjc^fr ?? %? ^ ft uft Rjftrffi ?PRT 

,.... ;j .^v^r:r - T — 7~ 2fft tZTPi ft ?^ft §? gf^T^KT ft ; 

(•Is -..rjTTOft ^,oR? ?STTO afr? fft^ftl TO gft ^r TOT TO o!T?J ^ 

rl'TO ?- TO?cfft ^ TO ft 3^f%cT ft) I 

.; OT-ft ft TOT ft fft&T ?^3>r? f^? ft dT TO ’^R^r Rvrf.lfe 5RT uTlft 

; ., . • -?;r . >?jf ^ TO 50^ 3ft? 58TO> ^ ^TOft 3ft? ^RT^ 3^T 

?ft "'?■ '3§i ft eTT^ #, 3TJ?TeFT fftjRIT TO t I Rlfft ^ ftt BccRlftt ^ 
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33 *P03 3$ ; 3## §NT 3ft£ 3to$T 3T% fto 33T t # 33T OT35T 

3Fj3ToR fto 33F13i to ? 

(vii) <j4)«<£i 3toft# sftyflrr srt 3toft# to <?m ft fto# fttor fft#3 3 ft # 
HR*f ft ?f3T3rf lj# 3f|? 3TT?f&fft# 50 H3 ?*p? ft 3ffte # 3T ft ft fftd fft#3 3ft # 
#35 *j4<l# eFMR #3 3# to 3T3fft fcT? 3ft?T3 <llfft3i 333ft 3T3 ^jftg ^t ft 
#^35 ft, 33T 353# to ^T# 3TT35I? 3ft? v?to 35R3T? to 3|>fft # 3FJ?5? 3>lft 
###5 to 3#ft ft ; 

(viii) to toft# m*m ft silftfftJER 4 m 209 ^ ottm ( 1 ) to ( 3 ) to 

3#3 cfFTcF Slfftto 33 W WT3T fftf|3 fto Mft, 3# 33T ftft tor 3ft? Slfftto 
33T? 3ft? ??t 3? ft ; 

(ix) (3>) 33T 353# fftfftdlc; 35PJ# ##t ftoft STcfftcT ##3 fftfft, f to/Hfr# 

fto, ?to? fftfft, 3>ft3Tft wr to, sjfrr, ftor 35 ? hr 35 ?, #*ug|o3>, ^ 3 T 3 
^o3>, ^w? sft? totofM to ?nsj 3 rt 33 ^# 3>r ffttor fft#ft3 ?w 

ft 3>? ?# ft 3ft? #ft 3# eft WRIT 3>F[# yfttzft to 435141 to RoFT # \3?T 3lto ft 
#T3ft ft ft#7 ^ 3rfft3> c# 3T4fft to fcT? #|f#T fft#3 3ft 3Tf#T 

ento 3ft 335RTT # toT 3#«f3> gI?T 33#fftJ to-OfR# f 

fa) #ft ftor 35?/3n335?/?fan 35?/33 3>?/^3T3 ^o<t>/vJM4W to toft 3ft fto# 

w* 

tft3T3 to 35I?0[ fftftft 3# fto 33t ft 33 3#to ft# ?353 3ft? ftft?3 3ft to #313 

##T ft Beto fto W? I 

(toft efft tor srwTTto fto ^i3T to? to 3 ht ^mpir) 

(x) 33T fto ft# 3ft?# 3ft 3?FT ft # 353 # 3R 3T3 to # yfulto^ t ^ fft#3 
3ft # 3TcT ft 3tot ?to toft# ^ Ije3 # 50 ##?T3 ft 3R to t 3ft? 33T 
viWl ft# fft#3 3ft ft 3ft? ftft fft#3 3ft $ #3? ^ft3# fft#3 3ft ft # 3353 toft# 
WT3|tt ; 

(xi) 33T 353# ft fto fft#3' ?Rm 3T fe ^ feftg? 3R3)f #t 3to # 3 f ftft 3I 3 ft 
<3tor fto ^? #ft # # toft353 # 3r#ft sft? ?3R to f#r£ to ; 




6 THE GAgfllE OF INDIA :£XTRAORDINARY IPartB—S he. 3ffll 

(xii) ftft hhoiI ft ftgft ft ftg?£ f&itoii aft? apg Hfifrfftft gft jft?ft 
5ri^Rt ft 3 tmr g? ^t? aft? aifrg fftr ft agft gftgr ^Rfi^r aft? arfftote 
^ t ; gfft gftf eft vH ftt vjqft^c! Mir ung i 

(xiii) ggr frft/ g K >wR<t> g^fftrr ftt *r«m Mfftfft ftr efPj; fftft 

g>F£T ft agftft gg wQm& arggTorg Mrr ggr ft ; 

(m) ggr ip- ?gifta ftt fftlftft ft Mg giMr gg aFjgra efer? gg ftt enfoj 
gft i: 20 ft arfftg* ft; 

W ^ ^ anferat ft ^er giw/^r/grRr ft gfft ang gn^T aft? 

g? ?ifftgftr gg wf Mjt ft ; 

(^1) ggr ftqft £ gw ot? TOift/arjftft ft aiMr ot? ftt anrogggnaff 

aft? wm ftft gicft ftt wfcl'tiqw stot ft fen? gftgr gfftgr? ft ; 

W ^ M gg Mpt agift gft gfftftgrcr ar^Rjft afgrc oft gioft 

g5t gfa?Mr stot g? ansrifftr ft aft? <& arai? ftt ?g>g gftg^oftftfog 

?rgm^ ft ?rftft t 

(xiv) gft" qPHni ftgft, fto^Kift hsftgft aft? 3RJ ftftgftt q>T ftg-ftf 7 JT 3ngj? 

g5?cft ft eft w ft^qsiyi aft? ft ggM aiffteR? ?ft gg # aft? ggr 

agft ?m g? ftftfeft ftt gft ft aftft ^rt ftg? yf&jftqj f^rg? 3 ft? apg 

^ arft ft gig ft a?r ^ ft gft fttft ft ffan? aft ft Rreig 

w Mf ft ft 3ifftRm ftt art 49 ft arftg ft gft ft ; 

(xv) ggT ft 3ft gr fMg awiaft ft ap? <gf ftrft ^rt fo? g? igmft ft fftj 

^ 1 Tf?ft ft ft fftaft fft*m aft?' ?ift ftgft ft fftr g? yfft^ ^ ^lofft 

gT^t ft ; 

(xvi) w gjif^rg? w? ^ftf gftorft ft fft? agftg Mj ^ f f^r 
aftftmgr fft? g? ft ; 
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cvii) ^rtt arKTemferm 3imiT qq '<$z\i f^lf£izit mr ^Rfanferm RRmpr ift 
sik RmftR ^qqVr farm urn 0 ; qfly t?r <ft ^ qqm tf) kR) 

* ; 

( xviii) wt mqiy ^ WTmnf afk aiftPWT 3RT 301 ^ arfR ^ m? 3 ? 
3t?pfa kR meft mqPUif eft fftm RmS mr sn^r Rmn t alk 

■faff t R wi cif tftoRT Rrrv sW PfrtPw Rm 7^ f, ^ f%?r vx 

qf%K Mm meft $' ; 

(xix) RRRm f%3^t v5t tiRrt t ; 

(xx) WT JRh? TCSeT R eft^ 1RT qq ^ Witt ^ 3RT ^ 

Rmr1 afhr ^Rimr ^rqmmR Rmr Mr % ; 

(xxi) mm mmfy tr m mmft srt fMy mre <m w nm't m fWr£ ^ 
t, mR m <fy ynpnr 3fR 3 Rb!h wr ^ ktR t I 


5 . ■ 3R5$cf *n vivRi $ mm) w>\ f&m mnf— kit ^t 

m°T RRR *f, fcr 4 3 Rife- nrif 4 R R^ft mi ^r 3r^k m RRRm %, ^ 
eRm mfem eft Rq>£ ^ miR*jR, ^ armjfK m Wto vjtr <ft fft^ <m^if cm 
q^sm ft R^r Krqmr i kbp^i q$km> R;ft RRi*e ^ $ ^r if tft^ qro to 
R t, mm -xRrft Rq)£ n? awr ^r um ft mr^fi mfftm \ 3 q ft?m Rru 
K iqm Rr ^trft fftrq vy^ft st?^t mi ftqr 44 ) ^hm qfT t 1 


[yz. "H. 2/28/2002-7fh^T. V] 

< 1^1 q fi^<w 
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MINISTRY OF FINANCE 

(DEPARTMENT OF COMPANY AFFAIRS) 
NOTIFICATION 
New Delhi, the 12th June, 2003 


g.s.r. 480(E).— i n exercise of the powers conferred by sub-section (4A) of 
Section 227 of the Companies Act, 1956 (1 of 1956), read with the 
Notification of the Government of India in the Department of Company 
Affairs, number G.S.R. 443(E), dated 18 th October, 1972, as amended 
from time to time and in supersession of order number G.S.R. 909(E), 
dated 7 th September, 1988, published in the Gazette of India, part II, 
section 3, sub section (i), except as respects things done or omitted to 
be done before the supersession, and after consultation with the 
Institute of Chartered Accountants of India [constituted, under the 
Chartered Accountants Act, 1949 (38 of 1949)], in regard to glass of 
companies to which this order applies and other ancillary matters, the 
Central Government hereby makes the following Order, namely 


1. Short title, application and commencement. - (1) This 
order may be called the Companies (Auditor's Report) 
Order, 2003. 


(2) It shall apply to every company including a foreign 
company as defined in section 591 of the Act, except the 
following 


(i) a Banking company as defined in clause (c) of 
section 5 of the Banking Regulation Act, 1949 (10 
of 1949); 

(ii) an insurance company as defined in clause (21) of 
section 2 of the Act; 

(iii) a company licensed to operate under section 25 of 
the Act; and 


[^Fin—-^g3(i)] 
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(Iv) a private limited company with a paid up capital 
and reserves not more than fifty lakh rupees and 
has not accepted any public deposit and does not 
have loan outstanding ten lakh rupees or more 
from any bank or financial institution and does not 
have a turnover exceeding five crore rupees. 

(3) It shall come into force on the 1st day of 3uX y , 
2003. 


2. Definitions. - In this Order, unless the context otherwise 
requires,- 

(a) "Act" means the Companies Act, 1956 (1 of 1956); 

(b) "chit fund company", "nidhi company" or "mutual benefit 
company" means a company engaged in the business of 
managing, conducting or supervising as a foreman or 
agent of any transaction or arrangement by which it 
enters Into an agreement with a number of subscribers 
that every one of them shall subscribe to a certain sum of 
instalments for a definite period and that each subscriber, 
in his turn, as determined by lot or by auction or by 
tender or in such other manner as may be provided for in 
the agreement, shall be entitled to a prize amount, and 
includes companies whose principal business is accepting > 
fixed deposits from, and lending money to, members; 

(c) "finance company" means a company engaged in the 
business of financing, whether by making loans qr 
advances or otherwise, of any industry, commerce or 
agriculture and includes any company engaged in the 
business of hire-purchase, lease financing and financing 
of housing; 

(d) "investment company" means a company engaged in the 
business of acquisition and holding of, or dealing in, 
shares, stocks, bonds, debentures, debenture stocks, 
including securities issued by the Central or any State 
Government or by any local authority, or in other 
marketable securities of a like nature; 


IGHO^l/03 -~Z 
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(e) "manufacturing company" means a company engaged in 
any manufacturing process as defined in die Factories 
Act, 1948 (63 of 1948); 

(f) "mining company" means a company owning a mine, and 
includes a company which carries on the business of a 
mine either as a lessee or occupier thereof; 

(g) "processing company" means a company engaged in the 
business of processing materials with a view to their use, 
a sale, delivery or disposal; 

(h) "service company" means a company engaged in the 
business of supplying, providing, maintaining and . 
operating any services, facilities, conveniences, bureaux 
and the like for the benefit of others; 

(i) "trading company" means a company engaged in the 
business of buying and selling goods. 

3. Auditor's report to contain matters specified in 
paragraphs 4 and 5. - Every report made by the auditor 
under section 227 of Act, on the accounts of every company 
examined by him to which this Order applies for every financial 
year ending on any day on or after the commencement of this 
Order, shall contain the matters specified in paragraphs 4 and 5. 

4. Matters to be included in the auditor's report. - The 

auditor's report on the account of a company to which this 
Order applies shall include a statement on the following matters, 
namely 


(i) (a) whether the company is maintaining proper records 

showing full particulars, including quantitative details and 
situation of fixed assets; 

(b) whether these fixed assets have been physically 
verified by the management at reasonable intervals; whether 
any material discrepancies were noticed on such verification 
and if so, whether the same have been properly dealt with in 
the books of account; 


[Win—lg^3(i)] 
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(c) if a substantial part of fixed assets have been disposed 
off during the year, whether it has affected the going 
concern; 

(ii) (a) whether physical verification of inventory has been 

conducted at reasonable intervals by the 
management; 

(b) are the procedures of physical verification of 
inventory followed by the management reasonable 
and adequate in relation to the size of the 
company and the nature of its business. If not, the 
Inadequacies in such procedures should. be 
reported; 

(c) whether the company is maintaining proper 
records of inventory and whether any material 
discrepancies were noticed on physical verification 
and if so, whether the same have been properly 
dealt with in the books of account; 

(iii) (a) has the company either granted or taken any loans, 
secured or unsecured to/from companies, firms or other 
parties covered in the register maintained under section 
301 of the Act. If so, give the number of parties and 
amount involved in the transactions. 

(b) whether the rate of interest and other terms and 
conditions of loans given or taken by the company, 
secured or unsecured, are prima facie prejudicial to the 
Interest of the company; 

(c) whether payment of the principal amount and 
interest are also regular; 

(d) if overdue amount is more than one lakh, whether 
reasonable steps have been taken by the company for 
recovery/payment of the principal and interest; 

(iv) is there an adequate internal control procedure 
commensurate with the size of the company and the 
nature of its business, for the purchase of inventory and 
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fixed assets and for the sale of goods. Whether there is a 
continuing failure to correct major weaknesses in internal 

control; 

(v) (a) whether transactions that need to be entered into 

a register in pursuance of section 301 of the Act 
have been so entered; 

(b) whether each of these transactions have been 
made at prices which are reasonable having regard 
to the prevailing market prices at the relevant 
time; 

(This information is required only in case of 
transactions exceeding the value of five lakh 
rupees in respect of any party and in any one 
financial year). 

(vi) in case the company has accepted deposits from the 
public, whether the directives issued by the Reserve Bank 
of India and the provisions of sections 58A and 58AA of 
the Act and the rules framed there under, where 
applicable, have been complied with. If not, the nature of 
contraventions should be stated; If an order has been 
passed by Company Law Board whether the same has 
been complied with or not? 

(vii) in the case of listed companies and/or other companies 
having a paid-up capital and reserves exceeding Rs.50 
lakhs as at the commencement of the financial year 
concerned, nr having an average annual turnover 
exceeding five crore rupees for a period of three 
consecutive financial years immediately preceding the 
financial year concerned, whether the company has an 
internal audit system commensurate with its size and 
nature of its business; 

(viii) where maintenance of cost records has been prescribed 
by the Centr. I Government under clause (d) of sub¬ 
section (1) of section 209 of the Act, whether such 
accounts and records have been made and maintained; 

(a) is the company regular in depositing undisputed 
statutory dues Including Provident Fund, Investor 
Education and Protection Fund, Employees' State 
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Insurance, Income-tax, Sales-tax, Wealth Tax, Custom 
Duty, Excise Duty, cess and any other statutory dues with 
the appropriate authorities and if not, the extent of the 
arrears of outstanding statutory dues as at the last day of 
the financial year concerned for a period of more than six 
months from the date they became payable, shall be 
indicated by the auditor. 

(b) in case dues of sales tax/income tax/custom 
tax/wealth tax/excise duty/cess have not been deposited 
on account of any dispute, then the amounts involved 
and the forum where dispute is pending may please be 
mentioned. 

(A mere representation to the Department shall not 
constitute the dispute). 


(x) whether in case of a company which has been registered 
for a period not less than five years, its accumulated 
losses at the end of the financial year are not less than 
fifty per cent of Its net worth and whether it has incurred 
cash losses in such financial year and in the financial year 
immediately preceding such financial year also; 

(xi) whether the company has defaulted in repayment of dues 
to a financial institution or bank or debenture holders? If 
yes, the period and amount of default to be reported; 

(xii) whether adequate documents and records are maintained 
in cases where the company has granted loans and 
advances on the basis of security by way of pledge of 
shares, debentures and other securities; If not, the 
deficiencies to be pointed out. 

(xiii) whether the provisions of any special statute applicable 
to chit fund have been duly complied with? In respect of 
nidhi/ mutual benefit fund/societies; 

(a) whether the net-owned funds to deposit liability 

ratio is more than 1:20 as on the date of balance 
sheet; # 

(b) whether the company has complied with the 
prudential norms on income recogn ition and 



THE GAZETTE OF INDIA: EXTRAORDINARY 


[Part II— Sec. 3(i)l 


provisioning against sub-standard/default/loss 
assets; 

(c) whether the company has adequate procedures for 
appraisal of credit proposals/requests, assessment 
of credit needs and repayment capacity of the 
borrowers; 

(d) whether the repayment schedule of various loans 
granted by the nidhi is based on the repayment 
capacity of the borrower and would be conducive 
to recovery of the loan amount; 

(xiv) if the company is dealing or trading in shares, securities, 
debentures and other investments, whether proper 
records have been maintained of the transactions and 
contracts and whether timely entries have been made 
therein; also whether the shares, securities, debentures 
and other securities have been held by the company. In 
its own name except to the extent of the exemption, if 
any, granted under section 49 of the Act; 

(xv) whether the company has given any guarantee for loans 
taken by others from bank or financial institutions, the 
terms and conditions whereof are prejudicial to the 
interest of the company; 

(xvi) whether term loans were applied for the purpose for 
which the loans were obtained; 

(xvii) whether the funds raised on short-term basis have been 
used for long term investment and vice versa; If yes, the 
nature and amount is to be indicated; 

(xviii) whether the company has made any preferential 
allotment of shares to parties and companies covered in 
the Register maintained under section 301 of the Act and 
if so whether the price at which shares have been issued 
is prejudicial to the interest of the company; 

(xix) whether securities have been created in respect of 
debentures issued? 
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(xx) whether the management has disclosed on the end use 
of money raised by public issues and the same has 
been verified; 

(xxi) whether any fraud on or by the company has been noticed 
or reported during the year; If yes, the nature and the 
amount involved is to be indicated. 

5. Reasons to be stated for unfavourable or qualified 
answers: - Where, in the auditor's report, the answer to any of 
the questions referred to in paragraph 4 is unfavourable or 
qualified, the auditor's report shall also state the reasons for 
such unfavourable or qualified answer, as the case may be. 
Where the auditor is unable to express any opinion in answer to 
a particular question, his report shall Indicate such fact together 
with the reasons why it is not possible for him to give an answer 
to such question. 
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